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NIGERIA: KEY ECONOMIC INDICATORS 


Area 9,238,000 sq km 
Population (millions) 85.0 
Population Density 
(per sq km) 88.0 
Population Growth Rate 229% 


National Income 

GDP (current NW millions)* 44,914 
GDP Per Capita (dollars) 670. 
Exchange Rate (dollars/naira) ey 


Production Index (1972 = 100) 

Mining (excluding petroleum) 126. 
All Manufacturing 233. 
Cotten Textile 184. 
Vehicle Assembly 1,738. 
Cement 1615 
Electricity 345. 


Agricultural Production (1000 tons) 
Yams 18,100 


Millet 3,140 
Corn 1,670 
Rice 600 
Palm Kernels 335 
Cocoa Beans (commercial) 170 
Cotton (commercial: 1976 = 81) 37 
Peanuts (commercial: 1976 = 300) 10 


Monetary (December 31 NW millions) 

Money Supply 6,147 

Commercial Bank Credit 8,864 
To Private Sector 5,417 
To Government Sector 3,447 

Retail Price Index (1975 = 100) 186. 

Reserves (dollar millions) 5,498 


Trade (dollar millions) 

Exports 17,832 
to U.S. 8,370 

Imports 9,728 
From U.S. 700 

Trade Balance 8,104 
With U.S. 7,670 


*Notes: Fiscal year (April 1-March 31) except 1980 which is calendar year. 
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CURRENT ECONOMIC PERFORMANCE - GENERAL 


Relying on oil exports for 90 percent of foreign exchange earnings 
and 80 percent of government revenue, Nigeria depends on maintain- 
ing relatively high oil revenue levels in order to sustain the 
country's economic growth. Consequently, Nigeria is particularly 
affected by swings in the world oil market. A declining demand 
for crude oil by the industrialized countries, coupled with record 
Saudi Arabian production levels, increased consumer resistance to 
Nigeria's relatively high priced oil during the first half of 
1981. Nigeria's oil exports began to fall below revenue needs 
during the second quarter of the year. 


The Nigerian Government, however, sought to address this problem 
without having to take politically unpopular measures that would 
slow down economic growth. This inclination to weather what was 
hoped would be a short-term dip in revenue was to some degree 
fostered by Nigeria's strong financial position. At the beginning 
of 1981, external reserves were at record high levels, about $10 
billion. While these reserves have declined somewhat in response 
to the revenue shortfall, reserves still represented about 4 months 
of imports at mid-year. Foreign borrowing is predominately tied 

to specific development projects, but at about $7 billionit is 
relatively low and could still be increased to make up for some of the 
gap between revenue and expenditures. 


With the inability of the oil producing countries to reach agree- 
ment on a unified system of prices, the Government of Nigeria in 
late August felt it was necessary to head off a continued decline 
in revenue and began to offer a $4 per barrel oil price discount. 
The Government hopes that this action will increase production 
and revenue sufficiently to avoid the need for cutbacks in 1982 
budget outlays or Fourth Development Plan (1981-1985) projects. 


After mid-year, the Federal Government was beginning to come under 
criticism by some state governors (notably those who are members 
of opposition political parties) that Central Government revenue 
allocations to states were falling behind programmed levels. One 
governor, for example, announced that because of recent cuts in 
government disbursements, capital projects in his state would have 
to be cut by 25 percent, and that recurrent expenses would have to 
be reduced by 15 percent. The Federal Government, arguing that 
such statements were politically motivated, has stressed that 
while oil production, prices and revenue might not attain "pre- 
glut" levels, the Government would have enough revenue to pursue 
its policy of meeting the basic needs of the people. 


ENERGY 


Nigeria ranks among the 10 largest oil producers in the world. 
The country has sufficient proven reserves (16.7 billion barrels) 
to sustain production levels in the 2.0 million to 2.5 million 
barrel per day range well into the 1990s. Nigeria also has 
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large gas reserves estimated at 75 trillion cubic feet (c/f) 
and has the potential to develop significant gas exports. 


Even though the price of Nigeria's high quality crude oil had 
risen to $40 per barrel during 1980, demand appeared strong with 
production averaging 1.99 million barrels per day (b/d) during the 
last quarter of the year. This trend continued through March 1981 
with oil production averaging 1.98 million b/d for the first 
quarter. While April's relatively mild production decline to 1.63 
million b/d was not an obvious warning signal, continued high 
Saudi Arabian production, plus declining world oil demand, produced 
a softening in the world oil market. Consumer resistance to 
Nigeria's relatively high priced crude began to build during the 
second quarter. May production continued downward to 1.33 million 
b/d. While output in June stablized at 1.36 million b/d, the out- 
look for the third quarter was for continued declines in production. 
It is still too early to judge to what extent Nigeria's $4 price 
discount will increase oil sales. 


Domestic oil consumption is relatively low,at about 200,000 b/d. 
While the Government increased domestic oil prices in 1979 sevenfold 
(from about $2 to about $14 a barrel), current domestic prices still 
represent a significant subsidy over world prices. Domestic energy 
consumption is growing at about 20 percent per year and could 
represent 50 percent of total production by 1990. The Government 

of Nigeria at high levels has indicated concern over rapidly 
increasing domestic energy consumption. There is a good possibility 
that domestic fuel prices will be moved upward to closer alignment 
with world prices. 


At an oil production level of 2 million b/d, Nigeria would produce 
about 2 billion c/f per day of associated gas. With domestic 
consumption of gas at about 300 million c/f per day, most of 
Nigeria's gas production is lost through flaring. Nigeria's 
primary mid-term hope for exploiting its gas reserves is a pro- 
posed Liquefied Natural Gas (LNG) facility to be located at Bonny 
Island near Port Harcourt in Rivers State. Progress on this 
project was slowed down in early 1981, when, because of financial 
considerations, it received a low priority in the outline of the 
nation's Fourth Development Plan (1981-1985). By mid-year, 
however, the Government reiterated its interest in following 
through with the project during the current planning period. 


AGRICULTURE 


Increased agricultural output is a key element of President 
Shagari's economic platform. Although the Fourth Development 
Plan estimates agricultural growth in recent years at 2.5 percent 
a year, it expresses confidence that, with continued emphasis on 
agricultural development a 4 percent real annual growth rate is 
possible. Considering that most observers estimate agricultural 
growth at closer to 1.5 percent, this would appear to be a rather 
optimistic estimate. 
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In an effort to encourage farmers to remain in agriculture and 

to boost productivity, the President announced that producer prices 
will be made "sufficiently attractive." Surplus production, 
"instead of being allowed to waste," will be bought by government 
agencies and stored for sale in times of scarcity. 


The Nigerian Government with assistance from the World Bank has 
formulated its "Green Revolution" program. This program proposes 
to invest some $8 billion in agricultural development over the 
next 5 years. In addition, the Forth National Development 

Plan gives special emphasis to encouraging private entrepreneurs 
to establish large-scale farms. Foreigners can now own up to 

60 percent equity in almost all agricultural production and pro- 
cessing enterprises. This change is a clear effort to attract 
investments in the high-priority agricultural field. 


JOINT AGRICULTURAL CONSULTATIVE COMMITTEE: Recognizing the role 
that foreign investment can play in developing the priority 
agricultural sector, the United States and Nigeria have signed 

a Memorandum of Understanding designed to facilitate agricultural 
projects of mutual interest. They also have founded a Joint 
Agricultural Consultative Committee, composed of public and pri- 
vate sector representatives, to promote contact between Nigerian 
and American businesspeople in the agricultural field. This 
committee should foster increased participation by U.S. agri- 
business in Nigeria. 


In June of 1981 some 28 U.S. agribusiness firms visited Nigeria 
to explore possible joint venture investment opportunities. 
During their visit they met with leading government officials 
as well as potential Nigerian investors. As a result of this 
meeting several potential projects were identified and further 
discussions are underway. In September 1981 the Nigerian side 
of the committee paid a 10-day visit to the United States. 


INFLATION 


Consumer Price Index data released by the Nigerian Federal Office 

of Statistics (FOS) reports a 10 percent growth in the composite 
consumer index during 1980. This index, however, is heavily 
weighted (87 percent) to the rural population of the country. 

Most business sources believe the rate of inflation which they faced 
in 1980 was actually much higher. For instance, price data reported 
in the press indicated an increase in the consumer price index 
during 1980 for the Lagos area of 30.4 percent. The bulk of this 
rise was attributed to increases in food costs,which went up 41.5 
percent during the course of the year. 


TRADE AND RESERVES 


While the average daily volume of oil exports decreased somewhat 
in 1980 from 1979, the continued steep climb in oil prices 
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resulted in a 50 percent growth in export value for the year to 
over $26 billion. Imports also reflected the rapid growth in 
income and,with a 60 percent growth rate,reached over $15 billion 
during 1980. Nigeria's 1980 trade surplus of almost $11 billion 
was 35 percent higher than the surplus of 1979 and a major recovery 
from the $2 billion trade deficit of 1978. The United States in 
1980 continued to be the major market for Nigerian oil, receiving 
about 40 percent by value of total Nigerian exports. The U.S. 
bilateral trade deficit with Nigeria reached almost $10 billion 
during 1980. 


While oil sales declined through the first 6 months of 1981, the 
average of 1.56 million b/d of exports for the period was just about 
sufficient to finance Nigeria's estimated $2 billion per month 
current account expenditures. The rapid decline in oil exports 

in July and August and the strong likelihood that the oil market 
will continue relatively soft through the end of the year, how- 
ever, suggest that Nigeria's 1981 current account will show a 
deficit. 


Nigeria's foreign reserves as of December 31, 1980,were a record 
$10.7 billion, almost double the level of 1979, and five times 
that of 1978. With reserves equivalent to over 4 months of 
imports, the Government hoped to be able to weather what it 
expected to be a relatively short dip in oil sales. Senior govern- 
ment officials in mid-July indicated that the Government expected 
the oil market to turn around rather quickly and that there would 
in fact be no drawdown in reserves during 1981. Under what the 
Government considers its pessimistic scenario, average oil pro- 
duction for the year would be about 1.4 million b/d, and the total 
drawdown in reserves would only be about $1.4 billion. Private 
sector estimates of the effect on Nigeria's economy of declining 
Oil sales, however, suggest that the country's foreign reserve 
drawdown as a result of declining oil sales may be more than 

$2.5 billion. 


POLITICAL FRAMEWORK 


The civilian government of President Shehu Shagari was inaugurated 
on October 1, 1979, after 13 years of military rule. The country's 
Constitution is based roughly on the U.S. presidential system; 
provision is made for separate and independent executive, legis- 
lative and judicial branches. The Federation is made up of 19 
states, each with its own elected governor and unicameral house 

of assembly. In drawing up the Constitution in the late 1970s the 
drafters went to lengths to ensure that human rights were guaranteed 
and that factors leading to inter-tribal tensions -- which contributed 
to the demise of the first republic in 1966 -- be deemphasized. 

In the first 2 years of civilian rule, each of the three branches 
has proved capable and determined to go about the business of ruling 
the country. 
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There are currently five political parties in Nigeria; the ruling 
National Party of Nigeria (NPN), the United Party of Nigeria (UPN), 
the Nigerian Peoples Party (NPP), the Peoples Redemption Party 
(PRP), and the Great Nigeria Peoples Party (GNPP). The Constitution 
provides that additional parties can be formed but must prove 

they have a national character. They cannot be based solely on 
tribal or regional considerations. Even so, politics in Nigeria 
retain many more characteristics of ethnic and regional competition 
than those of ideology. 


Despite many growing pains as the Nigerians interpret the 
Constitution to the needs of the Nigerian political system, all 
sectors of the country have a great desire to make the system 
work and to prevent a repetition of the tumultuous events that 
led to the military coup of 1966 and the ensuing civil war. 
Presidential, gubernatorial, and national assembly elections are 
scheduled to be held in late 1983. 


LABOR 


"Rationalized" by the former military government into 24 trade 
unions under a single national labor federation, the Nigerian 
Labor Congress (NLC), the Nigerian labor movement has become 
increasingly restive during the first 2 years of civilian govern- 
ment as it pressed for an increase in the national minimum wage 
and other fringe benefits. In response, the Government of 
Nigeria approved a substantial increase in the minimum wage 

and other fringe benefits but has indicated that it will support 
legislation which could dilute the influence of the NLC by making 
union affiliation with the NLC optional. 


Shortly after coming to power, the administration of President 
Shagari increased the national monthly minimum wage from N 69 to 

® 100 ($154). However, the NLC continued to press its demands for 
a N 300 minimum wage, an amount deemed by most observers and even 
Many trade unionists as unrealistic and highly inflationary. 

NLC pressure culminated in a 2-day general strike in May 1981 
which, although not supported by all 42 unions, did lead to govern- 
ment agreement that the National Assembly would move expeditiously 
to enact a new minimum wage. Following extensive debate, a new 
monthly minimum wage WN 125 ($193) was approved and signed into 

law on September 3, 1981. Although it covers both public and 
private sector employees, the bill does exempt seasonal workers 

and firms with fewer than 50 employees. Representing more than a 
100 percent wage increase over an 18 month period, the new minimum 
wage is likely to create problems for some marginal, labor intensive 
companies, such as the textile industry, which may be forced to 
retrench as a result of higher labor costs. 


Over and above the minimum wage, civil servants are also paid a 
minimum N 25 ($37) per month housing and transport allowance, 

a fringe benefit which most private employers also provide. Firms 
which do not have their own retirement plan are required to make 
modest monthly contributions to the National Provident Fund for 
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their employees, and employers with more than 500 workers are 
also required to provide housing near the place of work. 


Of a total population estimated at about 85 million, the labor 
force is believed to number about 33 million. Betweenl1 and 

2 million workers are members of trade unions. The trade 

Union Decree of 1978 obliges companies to recognize legal trade 
unions and to deduct trade union dues directly from employees' 
salaries. Throughout 1980 and the first half of 1981, there 
were many industrial strikes in the public and private sectors 
(teachers, dockworkers, petroleum workers, civil servants, etc.) 
aimed at forcing compliance with the minimum wage. According to 
Nigerian Government figures, in 1980 there were 265 strikes 
involving a total of 220,988 workers with a total loss of 
2,551,000 working hours. However, given lack of strike funds, 
most strikes were usually of short duration but were often 
solved in favor of workers. Because of revenue shortages created 
by reduced petroleum production in 1981, both the ederal and 
state governments are experiencing problems in funding the new 
minimum wage and other fringe benefits. Work actions to enforce 
compliance can be anticipated. 


IMPLICATIONS FOR U.S. BUSINESS 


Nigeria offers significant opportunities for American business in 
direct sales, joint ventures, management contracts, and consultancy 
services across a broad spectrum of economic sectors. To develop 
these opportunities, however, requires a strong commitment to the 
market on the part of the individual company. The Nigerian 
business environment stresses personal relationships in both 
direct sales and major projects. American companies looking at 
Nigeria should be prepared to have representatives make frequent 
visits and should seriously consider appointing an agent to keep 
them abreast of current developments and to maintain contacts 
with government officials and the local business community. 
Nigerian importers, before purchasing products either for their 
own direct use or for distribution, often like to inspect the 
product, meet with company officers and, if possible, visit the 
exporter manufacturing facility before concluding a contract. 


An on-going presence in Nigeria either through frequent visits 
or the appointment of an agent is particularly important for major 
projects. In awarding government contracts both the Nigerian 

ederal and state governments use a selective bidding system 
whereby the actial tender documents are sent to only a few firms 

that have prequalified by providing a statement of their capabilities 
and previous overseas experience to the relevant government body. 
Only rarely, and then usually with World Bank activities, are 

tenders made public. 


Because major projects are often awarded on a turnkey basis, 
with large portions of the overall design, standards, and concept 
left to the contractor, American firms, by becoming involved 
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while a project is still in its early conceptual stages, may 

be able to influence a project's concept and goals, thereby strength- 
ening the chance for obtaining major portions of project contracts. 
There is also a trend within government entities to award contracts 
to firms that have established a joint venture operation in Nigeria. 


Although Nigeria is facing temporary difficulties in maintaining 
oil revenues, it remains a viable market. The country is embarking 
on a new 5-year Development Plan, and an early commitment to the 
market is important. While no sector should be overlooked, the 
Embassy has identified the following sectors as providing good 
opportunities for American business. 


AGRIBUSINESS: There are profitable opportunities in all areas 

of agriculture, above all in integrated agribusiness projects. 
The United States has done well in agricultural machinery, having 
25 percent of the market. However, the Federal Ministry of 
Agriculture, the driving force behind most agricultural projects, 
will buy equipment only from firms located in Nigeria in order to 
assure spare parts and service. On the other hand, state 
governments and private farmers often buy directly from the 
manufacturer, but a reliable distributor would still be essential. 
There are also excellent opportunities for agricultural commod- 
ities, livestock production, seed, fertilizer, and agricultural 
chemicals for distribution. 


CONSTRUCTION: Under the Fourth Development Plan $37 billion will 
be allocated for construction over the next 5 years. Abjua, 

the new capital city, will alone consume 2.5 percent of the ederal 
budget each year and offers many opportunities for U.S. firms. 

Most major industrial projects (i.e., steel mills) also include 
subcontracting for infrastructure such as water and housing. 
Nigeria is still undertaking substantial infrastructure develop- 
ment -- roads, dams, railroads, ports, power plants, schools, 
housing, and hospitals. U.S. firms might consider direct contracts, 
Management contracts, training contracts, and project supervision; 
all of which offer good opportunities. 


The U.S. has a respectable share of the market for construction 
equipment; in earth moving equipment, for example, the United 
States has two-thirds of the market. Having a local distributor 
is desirable, and at least one American company has found it 
necessary to attach a sales engineer to its distributor's staff. 


The Nigerian Government has stated as a priority area for invest- 
ment the building materials sector. Nigeria currently produces 
insufficient amounts of cement, cinder blocks, marble, and wood 
items. The Government is hoping to develop local production 
capabilities for floorings, ceilings, plumbing materials, hardware, 
etc. 


PETROCHEMICALS: Under the Fourth Development Plan the Government of 
Nigeria is also projecting major expansion of the petrochemical 
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sector. Early indications are that the first phase of this three 
stage program will consist of completion of petrochemical complexes 
attached to Nigeria's Warri and Kaduna refineries for the production 
of polypropylene, carbon black, benzene, alkylene and solvents. 

The Federal Government should contribute $54 million to the $174 
million total cost of this phase which is expected to be completed 
by 1984. The projected second phase will likely be the construction 
of a petrochemical facility to produce plastics, synthetics, 
detergents, and chemicals. The cost for this second phase is 
estimated at $1.4 billion, $500 million of which may come from 

the Federal budget. The bulk of capital outlay for this phase 

is estimated to be in the period 1983-1985. Construction of an 
additional petrochemical complex valued at $570 million is con- 
templated for construction during the Fifth Development Plan 
(1986-1991). Feasibility studies and design work, however, may 
begin by 1983. The total budgeted for this phase in the 1981-1985 
plan is projected at only $15 million. In addition, the Government 


would like to become self-sufficient in all common pharmaceuticals. 


TELECOMMUNICATIONS: Many of the projects initiated under the 
previous Development Plan are being carried over into the Fourth 
Development Plan. The telephone network is to be extended from 
50,000 lines to 750,000 and the telex system to 32,000 lines. 
Radios are extensively used by government, business, and private 
citizens, due to the inadequacy of formal communication systems. 
Management and training opportunities in this area should not be 
overlooked. 


EDUCATION: About one-half of the Nigerian population is under 

14 years of age. There is a tremendous shortage of textbooks, desks, 
educational materials, and teaching aids. The Fourth Development 
Plan calls for investment in educational facilities of over $3 
billion. 


HEALTH CARE: The Fourth Development Plan highlights as major con- 
cerns infant mortality, high death rates, and poor nutrition. The 
Plan emphasizes preventative programs. Nigerian hospitals and 
clinics suffer from a lack of maintenance, spare parts, and supplies. 
Simple disposal equipment would find a ready market, although a 
distributor to provide service is a necessity. The growing number 
of U.S.-trained doctors represents a built-in marketing opportunity 
for U.S. health care products. 


ELECTRIC ENERGY: The Fourth Development Plan allocates $3.7 billion 
to develop electric power. In the opinion of many observers, Nigeria's 
problem is not so much the lack of generating capacity but rather 

the woefully inadequate transmission and distribution systems. The 
state governments are allocating $1.7 billion for rural electri- 
fication programs, including isolated diesel and gas-fired plants. 


CONSUMER GOODS: Nigeria's middle class is growing and is enjoying 
increasing income. Its expectations are rising. Consumer durables, 
especially if assembled in-country, could do well. 
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